MEMORANDUM

CITY OF OAKLAND

Sherry M. Jackson,

TO: | Cannabis Regulatory Commission | FROM: Revenue & Tax Administrator

SUBJECT: | Cannabis Business Taxes DATE: September 23, 2024

INFORMATION

This annual report provides the Cannabis Regulatory Commission (“CRC”) the unaudited
Business Taxes reported directly to the City of Oakland (“City”) and Sales & Use Taxes
reported directly to the California Department of Tax & Fee Administration (“CDTFA”) by
individuals and businesses engaging in commercial cannabis activities in Oakland.

BACKGROUND / LEGISLATIVE HISTORY

Qakland’s Cannabis Requlatory History

The City of Oakland has been a leader in regulating cannabis. After California voters legalized
medical cannabis in 1996 via Proposition 215, the City established Oakland Cannabis Buyers
Club (“OCBC”) as its medical cannabis provider in 1998 under Oakland Municipal Code (“OMC”)
8.46. Following the federal closure of OCBC, the City of Oakland enacted OMC 5.80 in 2004,
which established the nation’s first permitting process for medical cannabis dispensaries. In 2011
the City of Oakland expanded the number of available dispensary permits from four to eight and
attempted to establish a permitting process for the cultivation of medical cannabis under OMC
5.81; however, threats of federal intervention and the lack of comprehensive state law prevented
any implementation of OMC 5.81.

After the passage of the Medical Cannabis Regulation and Safety Act (‘“MCRSA”) in 2015 and
the Adult-Use of Marijuana (“AUMA”) or Proposition 64 in 2016, the City of Oakland adopted the
nation’s first equity program through amendments to OMC 5.80 and 5.81 that also legalized the
adult-use of cannabis and established a permitting process for the cannabis industry’s entire
supply chain in the spring of 2017.

Qakland’s Cannabis Taxation History

In July 2009, Oakland voters approved Measure F making Oakland the first City in the nation to
impose a tax on (medical) cannabis businesses. Measure F established a tax rate of $18 per
$1,000, or 1.8 percent, of gross receipts.

In November 2010, Oakland voters approved the 2010 Measure V increasing the tax rate on
medical cannabis businesses from 1.8% to five percent (5%) of annual gross receipts and
creating a new tax rate of 10 percent (10%) of gross receipts on non-medical cannabis
businesses, referred to as adult-use or recreational. The additional 10 percent adult-use tax rate
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was put forth in anticipation of Proposition 19, which would have legalized adult use of cannabis
in November 2010. Since Proposition 19 failed at the ballot box Oakland did not implement the
adult-use tax rate until January 1, 2018 following the passage of Proposition 64 and City
Council’s legalization of adult use in 2017.

In November 2018, Oakland voters approved the 2018 Measure V allowing cannabis businesses
to pay business taxes quarterly, cannabis manufacturing and/or cultivation businesses to deduct
the value of raw materials from gross receipts in calculating business taxes and authorizing the
City Council, without returning to voters, to amend medical or non- medical cannabis business
taxes in any manner that does not increase the tax rate.

In December 2019, the Oakland City Council adopted Ordinance No. 13573 C.M.S. amending
OMC Title 5, Chapter 5.04, Sections 5.04.480 and 5.04.481 to create a tiered and category-
based tax structure for cannabis businesses beginning in 2020 and changing each year for 2021
and 2022 calendar years. Thereafter, the tax rate structure is scheduled to remain the same at
the 2022 tax structure unless the City Council makes further changes as authorized in the 2018
Measure V.

In November 2022, the Oakland voters approved the 2022 Measure T repealing and replacing
Chapter 5.04 of the Oakland Municipal Code with a new tiered, progressive business tax
structure. “Measure T~ creates a new set of tiered progressive tax rates along with other key
changes which became effective on January 1, 2023. The Cannabis tax rates were not affected
as the result of the passage of Measure T.

Table 1: 2024 & After Tax Rates

Retail Outdoor Manufacturing
(Stg;ﬁ:/f;?)t & Indoor Cultivation Cultivation Paglt(:r%gg & Distribution
Equity
$0 - $1.5M 0.12% 0.12% 0.12% 0.12% 0.12%
$1.5M - $5M 5.00% 5.00% 4.50% 4.50% 3.00%
5.00% 5.00%
Over $5M (Non-Marginal) Non-Marginal) 5.00% 5.00% 4.00%
General (Non-Equity)
$0 - $750K 0.12% 0.12% 0.12% 0.12% 0.12%
$750K+ - $1.5M 4.00% 4.00% 3.50% 3.50% 2.50%
$1.5M+ = $5M 5.00% 5.00% 4.50% 4.50% 3.00%
5.00% 5.00%
Over $5M (Non-Marginal) (Non-Marginal) 5.00% 5.00% 4.00%
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Qakland’s Cannabis Equity Tax Rebate Program

In addition to the new tiered and category-based tax structure for cannabis businesses in
December 2019, the City Council also adopted an Equity Tax Rebate Program for cannabis
businesses. The program consists of four different tax rebates totaling nine separate and distinct
conditions upon which a cannabis business would be entitled to the rebate of a portion of the
taxes paid.

Table 2: 2024 Cannabis Tax Rebate Program

2024 CANNABIS BUSINESS TAX REBATE PROGRAMS

Rebate Program Rebate Conditions QualifyingPeriod | Rebate Amount
I. 30% of workforce consists of "Equity Employees” 182 Days 0.50%
o . . .
Local Hiring Rebate II. 25% of workfori;z ConStI-St|SROf| E?mty Employees in 182 Days 0.50%
(5.04.481.B.2.a.) ssentialnoles
o - - -
. 20% of workfo“rce con3|§ts of equty Employees in 182 Days 0.50%
Managerial Roles
o - .
. 30/-0 of value of cgnnabls products.dellvered to the 365 Days 0.50%
) . business weredelivered by an Equity Businesses
Equity Supply Chain ) .
(5.04.481.B.2.b.) Il. 25% of value of cannabis products delivered to the
businesseswere originally cultivated or manufactured by an 365 Days 0.50%
Equity Business
Workforce. Quality of| |- $20/hr. with health benefits or $25/hr. without health 365 Days 0.50%
Life benefitsfor all employees employed
(5.04.481.B.2.c.) 1. 80% of total employees are full-time employees 365 Days 0.25%
I. Provide free rent to Equity Bu3|.ness beyond the initial Year 4th 0.5% - 1.50%*
three-yearperiod
Incubation 1. Provide free rent to Equity Business in the tax year but
D 5% - 1.50%*
(5.04.481.B.2.d.) does not seek "permitting priority" 365 Days 0.5% -1.50%
* Incubation Rebate Amount is based on 2023 total gross receipts: Less than $2M = 1.5%; Up to
$7.6M = 1%, Greater than $7.5M but lesss than $12.5M=0.5%; Greater than $12.5M = no rebate.
IMPORTANT NOTE: In no case will a business be entitled to any rebates that would reduce the overall tax rate of
less than 2.5% for 2024 Tax Year or 2023 Tax Year for those cannabis businesses established in 2023; In other
words, a cannabis business would be subject to pay the floor/minimum tax rate of 2.5% regardless of the number or
the amount of the tax rebates.
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California Sales & Use Tax

Sales and Use Tax applies to the retail sale or use of “tangible personal property.” The
total sales tax percentage in the City of Oakland is 10.25% meaning on a $1 taxable
purchase, the sales tax paid is 10.25 cents. The City receives 1% of the total sales,
meaning the City receives 1 cent on a $1 purchase. The remaining 9.25% is allocated to
the state and local taxing districts.

California Cannabis Excise Taxes

The passage of Proposition 64 created two new State cannabis taxes. The tax rates for 2024
are:

1. A 15 percent excise tax imposed upon the purchasers of cannabis and cannabis products.
2. According to the CDTFA", “Beginning July 1, 2022, the cultivation tax no longer
applies to cannabis or cannabis products entering the commercial market.”

CANNABIS BUSINESS TAX REVENUE & STATISTICS

Table 3 summarizes the reported cannabis business tax revenue for the calendar years 2015-
2023 and the latest reported revenue for the current calendar year 2024.

Table 3: Cannabis Business Tax Revenue

Tax Year Number of Business Revenue
2024 291 $5.58 million?
2023 266 $5.64 million
2022 259 $7.92 million
2021 187 $13.47 million
2020 252 $8.89 million
2019 195 $12.85 million
2018 139 $8.07 million
2017 85 $7.48 million
2016 77 $4.64 million
2015 70 $3.61 million

General Statistics:

The following general statistics are intended to provide the CRC a snapshot of key information
as of the date of this report. Certain statistics for prior years, such as the number of retailers vs.
non-retailers, equity vs. non-equity businesses, are not available because the tax rates were
fixed prior to 2019 tax year regardless of the type of operation or activity. The breakdown of
revenue by individual activity or segment of the cannabis industry (store front, delivery,
cultivation, manufacturing, distribution, etc.) cannot be separated because many cannabis
businesses engage in multiple segments of the industry. Furthermore, the applicable tax is the
tax rate that produces the highest amount of the taxes owed based on the total gross receipts

' Source: https://www.cdtfa.ca.gov/formspubs/L856.pdf
2 Through September 16, 2024: Total $5.58M (Paid = $4.57 million: Outstanding Balance = $1.01 million)
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generated by the business without respect to the portion of gross receipts generated from any
particular taxable activity (Oakland Municipal Code § 5.04.480.C).

Table 4: Retail vs. Non-Retail Operation

Tax Year Retail Non-Retail Total
2024 120 171 291
2023 121 145 266
2022 127 132 259
2021 93 94 187
2020 112 140 252
2019 73 122 195

Table 5: Equity vs. Non-Equity Operation

Tax Year Equity Non-Equity Total
2024 105 186 291
2023 106 160 266
2022 107 152 259
2021 54 133 187
2020 78 174 252
2019 Not Tracking

Table 6: Payment Plan vs. Non-Payment Plan

Payment Plan Non-Payment Plan
Tax Year Total
Equity General Equity General

2024 4 28 101 158 291
2023 33 233 266
2022 40 219 259
2021 30 157 187
2020 42 210 252
2019 57 138 195
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Table 7: Business by Gross Receipts and Percentage of Reported Revenue
Year Gross Receipts Up to $500K | $500K+ - $1.5M $1.5M+ - $5M Over $5M Total
No. of Business 151 19 18 7 195
2019
Percentage of Revenue 7.75% 15.40% 29.92% 46.93% 100%
No. of Business 195 27 26 4 252
2020
Percentage of Revenue 8.94% 8.88% 39.46% 42.72% 100%
No. of Business 115 35 26 11 187
2021
Percentage of Revenue 6.72% 13.26% 29.01% 51.01% 100%
No. of Business 165 51 32 11 253
2022
Percentage of Revenue 0.33% 4.66% 33.42% 61.59% 100%
No. of Business 176 55 28 7 266
2023
Percentage of Revenue 0.49% 4.57% 35.36% 59.59% 100%
Equity 91 10 3 1 105
No. of General 116 41 24 5 186
Business
Total 207 51 27 6 291
2024
Equity 0.80% 1.12% 6.67% 7.59% 16.18%
z;ech::;:gg General 0.32% 7.13% 39.21% 37.16% 83.82%
Total 1.12% 8.25% 45.88% 44.75% 100.00%
SALES & USE TAX REVENUE
Table 8: Adjusted Sales Tax reported to the CDTFA
Calendar Year Number of Business Revenue
20243 85 $429,000*
2023 108 $1.11 million
2022 124 $1.35 million
2021 103 $1.54 million
2020 103 $1.56 million
2019 121 $1.30 million
2018 79 $1.16 million

3 There is an interval of time lag of approximately 2 — 2 %2 months from the close of the quarter to the date the
City receives the Sales & Use Tax data. For example, the City expects to receive the sales tax data for the third
quarter 2024 (July - September 2024) in November 2024. The time lag represents the interval needed for filers
to prepare their returns and remit their payments to the CDTFA, and for the CDTFA to process returns and
prepare the data for the City.
4 From January 1, 2024 through June 30, 2024
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Table 9: Reported number of Employees

Full Time Part Time
Calendar Year Total Employees
Equity General Equity General
2024 207 1522 33 185 1947
2023 1818 424 2242
2022 2094 287 2381
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Table 10: Annual Gross Receipts Tax Years (2018 — 2024)

Year 2018 2019 2020 2021 2022 2023 2024
Equity N/A N/A $21,141,465.27 $35,974,745.13 $37,803,609.10 $37,609,413.12 $33,291,572.60
General N/A N/A $152,193,969.69 $235,610,581.28 $207,113,784.78 $163,441,215.46 $153,035,623.37

Total Gross Receipts

$171,546,992.15

$165,351,330.15

$173,335,434.96

$271

,585,326.41

$244,917,393.88

$201,050,628.58

$186,327,195.97

Table 11: Equity Cannabis Gross Receipts by Activity (2021 — 2024)

2021 2022 2023 2024
Equity Business No. of Total Gross Aéerage No. of Total Gross Average Gross No. of Total Gross Average No. of Total Gross Average Gross
. ! ross . " f . . Gross . . f
business Receipts Recei business Receipts Receipts business Receipts . business Receipts Receipts
eceipts Receipts

Retail 38 $24,221,032.76 | $2,732,820.88 47 $22,612,021.65 $732,643.69 41 $24,710,178.92 | $602,687.29 46 $24,780,476.09 $538,706.00
Indoor Cultivation 14 $2,879,508.58 $477,908.64 14 $2,455,154.00 $537,299.29 14 $4,763,305.81 | $340,236.13 1" $1,422,768.87 $129,342.62
Outdoor Cultivation 0 $0.00 $0.00 0 $0.00 $0.00 0 $0.00 $0.00 0 $0.00 $0.00
Manufacturing 1" $1,699,036.67 $397,444 65 19 $3,686,342.49 $776,582.21 17 $2,474,189.19 $145,540.54 18 $1,721,226.89 $95,623.72
Distribution 12 $3,048,013.82 $227,366.57 17 $2,721,496.74 $250,898.42 14 $2,388,487.07 $170,606.22 17 $3,899,953.77 $229,409.05
Micro-business 19 $4,127,153.30 $662,749.03 18 $6,328,594.22 $877,402.91 20 $3,273,252.13 $163,662.61 13 $1,467,146.98 $112,857.46
Total 94 $35,974,745.13 115 $37,803,609.10 106 $37,609,413.12 105 $33,291,572.60
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Table 12: General Cannabis Gross Receipts by Activity (2021 — 2024)
2021 2022 2023 2024

General Business No. of Total Gross A(\gerage No. of Total Gross Aéerage No. of Total Gross Aéerage No. of Total Gross A(\gerage

business Receipts Recr(;ispsts business Receipts Regzispsts business Receipts Regzissts business Receipts Recrgispsts

Retail 59 $139,280,304.77 $3,859,870.21 58 $114,588,282.50 | $3,460,412.86 58 $65,854,042.78 $1,135,414.53 59 $52,834,741.58 $895,504.09

Indoor Cultivation 34 $44,462,812.01 $2,776,361.97 41 $38,158,778.58 $2,254,026.79 53 $50,193,953.97 $947,055.74 80 $64,075,769.20 $800,947.12

Outdoor Cultivation 0 $0.00 $0.00 0 $0.00 $0.00 0 $0.00 $0.00 0 0 0

Manufacturing 18 $9,884,469.23 $1,219,128.89 24 $14,468,329.56 | $1,122,505.62 19 $12,777,799.25 $672,515.75 20 $15,577,753.25 $778,887.66

Distribution 29 $20,351,761.86 $2,117,523.67 15 $16,401,492.31 $2,674,659.38 19 $25,360,291.38 $1,334,752.18 19 $18,432,167.97 $970,114.10

Micro-business 13 $21,631,233.41 $4,458,398.73 23 $23,496,901.83 | $3,248,223.87 11 $9,255,128.08 $841,375.28 8 $2,115,191.37 $264,398.92

Total 153 $235,610,581.28 161 $207,113,784.78 160 $163,441,215.46 186 $153,035,623.37

Table 13: Year-Over-Year (“YOY”) Changes Annual Gross Receipts (2021 — 2024)

Business 2021 2022 YOY Change CPT&E;Yge 2023 YOY Change CPT&E::(ge 2024 YOY Change Cg::\Yge
Type Total Gross Receipts | Total Gross Receipts (in$) (in%) | Total Gross Receipts (in$) (in%) | Total Gross Receipts (in$) (in %)
Equity $35,974,745.13 $37,803,609.10 $1,828,863.97 5.08% $37,609,413.12 -$194,195.98 -0.51% $33,291,572.60 -$4,317,840.52 | -11.48%

General $235,610,581.28 $207,113,784.78 -$28,496,796.50 | -12.09% $163,441,215.46 -$43,672,569.32 | -21.09% $153,035,623.37 -$10,405,592.09 | -6.37%
Total $271,585,326.41 $244,917,393.88 -$26,667,932.53 $201,050,628.58 -$43,866,765.30 $186,327,195.97 -$14,723,432.61
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Table 14: Year-Over-Year (“YOY”) Changes by Activity - Retail Gross Receipts (2021 — 2024)
. 2021 2022 YOY Change Yov 2023 YOY Change Yoy 2024 YOY Change Yoy
Retail - - (in$) Change - (in$) Change - (in$) Change
Total Gross Receipts | Total Gross Receipts in (in %) Total Gross Receipts n (in %) Total Gross Receipts n (in %)
Equity $24,221,032.76 $22,612,021.65 -$1,609,011.11 -6.64% $24,710,178.92 $2,098,157.27 9.28% $24,780,476.09 $70,297.17 0.28%
General $139,280,304.77 $114,588,282.50 -$24,692,022.27 | -17.73% $65,854,042.78 -$48,734,239.72 | -42.53% $52,834,741.58 -$13,019,301.20 | -19.77%
Total $163,501,337.53 $137,200,304.15 -$26,301,033.38 $90,564,221.70 -$46,636,082.45 $77,615,217.67 -$12,949,004.03
Table 15: Year-Over-Year (“YOY”) Changes by Activity - Indoor Cultivation Gross Receipts (2021 — 2024)
Indoor 2021 2022 YOY Change Yoy 2023 YOY Change Yoy 2024 YOY Change Yoy
Cultivation | Total G ! B < (in$) AR P | s | T oaie | ins) | onee
Total Gross Receipts | Total Gross Receipts (in %) Total Gross Receipts (in %) Total Gross Receipts (in %)
Equity $2,879,508.58 $2,455,154.00 -$424,354.58 -14.74% $4,763,305.81 $2,308,151.81 94.01% $1,422,768.87 -$3,340,536.94 | -70.13%
General $44,462,812.01 $38,158,778.58 -$6,304,033.43 | -14.18% $50,193,953.97 $12,035,175.39 | 31.54% $64,075,769.20 $13,881,815.23 | 27.66%
Total $47,342,320.59 $40,613,932.58 -$6,728,388.01 $54,957,259.78 $14,343,327.20 $65,498,538.07 $10,541,278.29
Table 16: Year-Over-Year (“YOY”) Changes by Activity - Manufacturing Gross Receipts (2021 — 2024)
. 2021 2022 YOY Change Yoy 2023 YOY Change Yoy 2024 YOY Change oY
Manufacturing R Change . Change R Change
Total Gross Receipts | Total Gross Receipts (in$) (in%) | Total Gross Receipts (in$) (in%) | Total Gross Receipts (in$) (in %)
Equity $1,699,036.67 $3,686,342.49 $1,987,305.82 | 116.97% $2,474,189.19 -$1,212,153.30 | -32.88% $1,721,226.89 -$752,962.30 | -30.43%
General $9,884,469.23 $14,468,329.56 $4,583,860.33 | 46.37% $12,777,799.25 -$1,690,530.31 | -11.68% $15,577,753.25 $2,799,954.00 | 21.91%
Total $11,583,505.90 $18,154,672.05 $6,571,166.15 $15,251,988.44 -$2,902,683.61 $17,298,980.14 $2,046,991.70
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Table 17: Year-Over-Year (“YOY”) Changes by Activity - Distribution Gross Receipts (2021 — 2024)
L 2021 2022 YOY Change oY 2023 YOY Change Yoy 2024 YOY Change Yoy
Distribution - - (in9) Change - (in$) Change - (in9) Change
Total Gross Receipts | Total Gross Receipts (in %) Total Gross Receipts (in %) Total Gross Receipts (in %)
Equity $3,048,013.82 $2,721,496.74 -$326,517.08 -10.71% $2,388,487.07 -$333,009.67 -12.24% $3,899,953.77 $1,511,466.70 | 63.28%
General $20,351,761.86 $16,401,492.31 -$3,950,269.55 | -19.41% $25,360,291.38 $8,958,799.07 54.62% $18,432,167.97 -$6,928,123.41 | -27.32%
Total $23,399,775.68 $19,122,989.05 -$4,276,786.63 $27,748,778.45 $8,625,789.40 $22,332,121.74 -$5,416,656.71
Table 18: Year-Over-Year (“YOY”) Changes by Activity - Micro-business Gross Receipts (2021 — 2024)
Micro- 2021 2022 YOY Change Yov 2023 YOY Change Yoy 2024 YOY Change Yoy
business | Total Gross Receipts | Total Gross Rece (in$) Change | tal Gross Recel (in$) Change I ol Gross Recel (in$) Change
otal Gross Receipts otal Gross Receipts (in %) otal Gross Receipts (in %) otal Gross Receipts (in %)
Equity $4,127,153.30 $6,328,594.22 $2,201,440.92 | 53.34% $3,273,252.13 -$3,055,342.09 | -48.28% $1,467,146.98 -$1,806,105.15 | -55.18%
General $21,631,233.41 $23,496,901.83 $1,865,668.42 8.62% $9,255,128.08 -$14,241,773.75 | -60.61% $2,115,191.37 -$7,139,936.71 | -77.15%
Total $25,758,386.71 $29,825,496.05 $4,067,109.34 $12,528,380.21 -$17,297,115.84 $3,582,338.35 -$8,946,041.86
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For questions regarding this report, please contact Nicole Andrino, Tax Auditor II, (510) 238-
6767.

Respectfully submitted,

erry Ozctzon

Sherry Jacksbn (@t 1,2024 09:47 PDT)

Sherry M. Jackson
Revenue and Tax Administrator
Finance Department
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